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David  C.  Frieders,  Director 
Department  of  Consumer  Assurance 
Regulatory  Compliance  and  Agricultural  Standards 
501  Cesar  Chavez  Street,  Suite  109-A 
San  Francisco,  CA  94124-1243 

Dear  Mr.  Frieders: 

The  Controller’ s^Audits  Division  presents  its  report  concerning  the  audit  of  the  cash 
revolving  fund  of the  Department  of  Consumer  Assurance,  Regulatory  Compliance  and 
Agricultural  Standards  (department).  The  department  uses  its  revolving  fund  to  pay  for 
miscellaneous  expenditures,  such  as  supplies  and  parking  fees. 

Reporting  Period:  August  27,  1998  through  April  3,  2000 

Authorized  Amount:  $800 

Results: 

In  general,  the  department  correctly  used  its  revolving  fund,  except  for  the  following 
issues: 

• The  department  did  not  adequately  segregate  some  incompatible  duties  of  its  revolving 
fund  custodian.  The  department  improperly  allowed  the  revolving  fund  custodian  to 
sign  checks,  receive  bank  statements  and  cancelled  checks,  and  to  reconcile  the  bank 
account. 

• The  department’s  authorized  amount  is  excessive  and  we  estimate  that  a $400  revolving 
fund  would  be  sufficient  to  meet  the  department’s  operational  needs. 


Respectfully  submitted. 


Controller 
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INTRODUCTION 


The  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco  appropriated  a 
cash  revolving  fund  of  $800  to  the  Farmers’  Market  under  the  San  Francisco 
Administrative  Code  (Administrative  Code)  Section  10.144.  The  Farmers’  Market 
was  within  the  Department  of  Agriculture/Weights  and  Measures.  The  department  recently 
changed  its  name  to  the  Department  of  Consumer  Assurance,  Regulatory  Compliance  and 
Agricultural  Standards  (department).  The  department  uses  the  revolving  fund  to  pay  for 
miscellaneous  expenditures,  such  as  supplies  and  parking  fees. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  the  department’s  revolving  fund  assets 
agreed  to  the  amount  authorized  in  the  Administrative  Code  and  recorded  in  the 
Controller’s  Financial  Accounting  and  Management  Information  System  (FAMIS), 
whether  the  revolving  fund  assets  were  used  within  the  purpose  of  the  fund  and  in 
compliance  with  the  Controller’s  departmental  instructions,  whether  internal  controls  over 
the  fund  were  adequate,  and  whether  the  revolving  fund  was  sufficient  to  meet  the 
department’s  operational  needs. 

To  conduct  the  audit,  we  reviewed  the  applicable  provisions  in  the  Administrative  Code, 
the  Controller’s  Departmental  Instruction  No.  1052,  and  the  Purchaser’s  Guide  to  Ordering 
Goods  and  Sei'vices.  We  evaluated  the  department’s  procedures  for  recording, 
summarizing,  and  reporting  the  revolving  fund  transactions.  We  tested  the  department’s 
revolving  fund  transactions  during  the  audit  period  to  determine  whether  they  were  proper 
and  valid. 
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AUDIT  RESULTS 


THE  DEPARTMENT  NEEDS  TO  IMPROVE  ADMINISTRATIVE 
PROCEDURES  OVER  ITS  REVOLVING  FUND 

As  of  April  3,  2000,  the  Department  of  Consumer  Assurance,  Regulatory  Compliance  and 
Agricultural  Standards’  cash  revolving  fund  total  of  $800  agreed  to  the  amount  authorized 
in  the  Administrative  Code  and  recorded  in  FAMIS.  The  department  generally  used  the 
revolving  fund  assets  within  the  intended  purpose  of  the  fund.  However,  the  department 
did  not  adequately  segregate  some  incompatible  duties  of  its  revolving  fund  custodian.  The 
department  authorized  the  fund  custodian  to  sign  checks,  receive  the  monthly  bank 
statements  and  canceled  checks,  and  conduct  the  monthly  bank  reconciliations.  Good 
internal  control  practices  require  that  the  fund  custodian  not  be  given  authority  to  sign 
checks.  Furthermore,  the  Controller’s  Departmental  Instruction  No.  1052  states  that 
custodianship  of  the  checks  and  reconciliation  responsibilities  must  be  assigned  to  different 
individuals. 


THE  DEPARTMENT’S  REVOLVING 
FUND  IS  EXCESSIVE 

The  department’s  authorized  revolving  fund  amount  of  $800  exceeds  the  amount  it  needs 
for  operations.  During  the  1 8 months  of  the  audit  period,  from  August  27,  1998  through 
February  3,  2000,  the  department  requested  the  Controller’s  Office  replenish  its  revolving 
fund  eight  times  for  a total  of  $4,669.  However,  the  Controller’s  Departmental  Instruction 
No.  1052  requires  departments  to  submit  an  account  of  all  disbursements  made  from  a 
revolving  fund,  along  with  vouchers  supporting  such  disbursements,  at  least  once  a month. 
According  to  the  fund  custodian,  the  department  has  not  been  able  to  comply  with  the 
requirement  and  built  up  a backlog.  We  calculated  that  the  department  spent  an  average  of 
$259  each  month.  If  the  department  reduced  its  revolving  fund  balance  to  $400,  it  would 
still  have  sufficient  funds  to  meet  its  needs  if  it  processed  revolving  fund  vouchers  each 
month. 


RECOMMENDATIONS 

The  Department  of  Consumer  Assurance,  Regulatory  Compliance  and  Agricultural 
Standards  should  take  the  following  steps: 

• Cancel  the  fund  custodian’s  authority  to  sign  checks. 

• Assign  a staff  person,  other  than  the  fund  custodian,  to  receive  the  revolving  fund  bank 
statements  and  perform  the  bank  account  reconciliation. 
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• Request  the  Board  of  Supervisors  to  amend  the  Administrative  Code  to  reduce  the 
authorized  amount  of  the  Farmers  Markets’  revolving  fund  from  $800  to  $400.  If 
authorized  to  reduce  the  fund  amount,  the  department  should  return  the  excess  funds  to 
the  Controller’s  Office. 

• Submit  revolving  fund  reimbursement  requests  to  the  Controller’s  Office  at  least  once 
each  month. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff : Grant  N ovack,  Audit  Manager 
Mohamed  Hosny 

cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Treasurer 
Public  Library 
KPMG  LLP 
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